
Part LV.
ROLLBACK PROCEDURE
ON 1-d-1 LAND

The “Rollback” Tax
Thelaw imposesa“rollback” taxon 1-d-1 landwhentheownerstops

using it for agriculture.The sameis true for 1-d land,but selling 1-d
landalso triggersa rollback. Under1-d-1,therollback tax is a penalty
fortakingthelandout ofagriculturalproduction.

This penaltyis commonlycalledarollbackbecauseit recapturesthe
taxestheownerwould havepaidhadhispropertybeentaxedatmarket
valuefor eachyearcoveredby therollback.This sectiondiscusses1-d-1
rollbacks. It explainswhattriggersa 1-d-1 rollback and showshow to
calculatetherollbacktax. SectionV. beginningon page37,discusses1-d
rollbacks.

Thelaw imposesa “rollback” tax on 1-d-1 landwhenit is takenout of agriculturaluse.
Therollback tax equalsthedifferencebetweenthetaxestheowneractuallypaid in thefive
yearsprecedingthechangein useandthetaxestheownerwouldhavepaidon his property’s
marketvalue.

Technically,thetaxis anew, additionaltax imposedbylaw on thedatethecessationor
changeofuseoccurs.It hasits own delinquencydate,andit doesnot existuntil theevent
thattriggerstherollbackoccurs.

Thepropertyownercantriggertherollbackby endingagriculturaloperationsor divert-
ingthepropertyto anon-agriculturaluse.Sellingthepropertydoesn’ttriggerthe1-d-1 roll-
back.If thepropertyownerdivertsonly partofapropertyto anon-agriculturaluse,theroll-
backtaxonly appliestothechangedportion.

The chiefappraiserdeterminesif and whenthechangeofuseoccurs~ndmustsendthe
ownerwrittennoticeofthedetermination.If theownerdoesnotprotestthedeterminationor
theappraisalreviewboarddecidestheusehaschanged,thetax assessorwill calculatethe
amountof additionaltax due, addtheappropriateamountofinterest,and sendarollback
taxbill.

WHAT QUALIFIES AS A CHANGE OF USE?
A changeofuseis aphysicalchange.Theownermuststopusingthelandfor agricultural

purposes.
If theownercontinuesto usethelandfor agriculturebutdoesnotmaintainthedegreeof
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intensitytypical for thearea,the landmaylose its eligibility for 1-d-1 appraisalwithoutsuf-
feringa rollback.Reducedintensitythatresultsfrom theowner’sfreechoicewill causealoss
of agriculturalappraisal.Reducedintensity resultingfrom agriculturalnecessitywill not. If
thelandremainsin agriculturaluse,however,neitherkind of reduction will triggera roll-
back.

Suppose,for example,that thetypical ranchingoperationin a district hasoneanimal
unit for every10 acresof pasture.A landownerwho hasbeenreceivingagriculturalappraisal
getstiredofranchingandsellsoff his entireherd.Sincehehasstoppedall agriculturalactiv-
ity, he will loseagriculturalappraisalandsufferarollback.

If, however,therancherreduceshis herdso that hehasone animalunit for every 50
acresof pasture,he will losehis eligibility for agriculturalappraisalwithout sufferinga roll-
back.Since the land remainsin agriculturaluse,the rollback penaltiesdo not apply.The
sameresultoccurswhenthelandis soldto anon-residentalienorwhenagricultureceasesto
betheprimaryuseoftheland.

Specialsituationssuchasfreezes,droughts,orseverefires can createanagriculturalne-
cessitythatextendsthenormaltime thelandremainsoutofagriculturalproduction.In such
cases,thelandremainseligible for agriculturalappraisaluntil theownerclearlyevidences
an intentto give up agriculturepermanently.For example,a droughtmight depletewater
andfeedsupplies,requiringranchersto sell off theirherdsandleavethelandidle until na-
tive pastureis restored.If, afteroneyear,thetypical rancherrestockshis herdandresumes
production,thoserancherswho keeptheir land out ofagriculturalusemorethanoneyear
will losetheir eligibility for 1-d-1 appraisalandsuffera rollback. Thesamegeneralprinci-
pIeswould applyif a droughtdamagedthe landandrequiredfarmersto suspendagricultu-
ral operationsfor a period exceedingthenormalsoil rotation period or if freezesdestroyed
citrusgroves.

If agriculturalnecessityforcesa propertyownerto postponeagriculturaloperationson
partof a largertract,hecanretainagriculturalappraisalon theentiretract,andhewill not
incurarollbackon anyportionoftheproperty.Forexample,fire might destroy200acresofa
2,000acrerange,forcingthe ownerto postponeagriculturaloperationson those200 acres
until thenativepasturerestoreditself. Theownerwould continueto receiveagriculturalap-
praisalon theentiretract.

Chiefappraisersmustexercisegreatcarein determiningwhenachangeofusetriggersa
rollback.Rollback is a seriouseconomicpenaltythat should not be imposedwhencircum-
stancesbeyonda propertyowner’scontrolcausean abnormallylong buttemporarysuspen-
sion ofagriculture.Appraisersmustkeepinmind thatchangeofuseissuesareoftenunclear
andrequirea delicatebalancebetweenfair applicationsofthelaw andgooddecisionsbased
on thefactsofeachsituation.

Somechangesofusedo not triggera rollback.Propertycondemnedor soldfor right of
waywontbe rolledbackevenif its usechanges.Filing a waiverofspecialappraisalwill not
triggera rollback if theusedoesnot change.Also, a propertyownercandivestpartof the
landfor useashis own residencehomesteadwithouttriggeringarollback. If, however,an
ownerbuilds a residencehomesteadon landthat formerlyqualifiedfor 1-d-1 appraisal,he
avoidsrollbackonly aslongashecontinuesto usethehomeasaresidence.Sellingthehome
maytriggera rollbackon thelandmakingup thehomestead.In effect, theownermustoccu-
py thehousefor five yearsto avoida rollbacktax accruingfor theyearsthe landwasnot
taxedatmarketvalue.

The Changeof UseDetermination

On determiningeitherthatagriculturehasstoppedorthatthelandhasbeendivertedto
a non-agriculturaluse, the chief appraisermust send the owner written notice of the
determination.Thenoticemustexplain theowner’sright to protestthe determination.The
requiredSPTBnoticeof changeofusedeterminationis in AppendixF.

Theownermayprotestthechangeof usedecisionby filing a protestwith the appraisal
reviewboardwithin 30 daysafterthenoticeis mailed.Theappraisalreviewboardmusthear
atimelyprotestevenif appraisalrecordshavebeenapprovedfor theyear.
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Taxesfor theYear that the UseChanges
If landchangesto a non-qualifyingusefrom a quali1~”ing oneafterthe appraisalreview

boardhasapprovedthe appraisalrecords,thelandis backassessedfor the differencebe-
tweentheproperty’smarketvalueandits agriculturalusevalue.Theassessorsendsa sup-
plementalbill for taxeson the addedvalue.This amountbecomesdelinquenton the same
dateastheoriginal taxbill for theproperty.If thosetaxeshavebeenpaid,thesupplemental
bill becomesdelinquenton February1 oftheyearfollowingthedatethebill is mailedor the
first dayofthenextfollowing monththat allows thepropertyowner21 daysto pay thetax,
whicheveris later.

HOW IS THE ROLLBACK CALCULATED?

The1-d-1 rollback coversthefive calendaryears.precedingthe currentyear.If the use
changesin 1989,therollback covers1988,1987,1986, 1985,and1984.Theprecedingyears
arebasedon theusefrom JanuarythroughDecemberandnoton thetaxcollectionperiods.

Therollback taxitself is thedifferencebetweenthetaxespaidunderspecialappraisal
andthetotal taxesthatwouldhavebeenpaidon themarketvalueoftheland.For example:

Tax Tax on
Year Paid Market Value Difference
1988 $50 $500 $450
1987 $50 $520 $470
1986 $50 $500 $450
1985 $50 $480 $430
1984 $50 $420

Total RollbackTax: $2,170

The assessormustadd sevenpercentannualintereston theseamountsfrom the date
they would havebecomedue.The due datefor eachyearis the datetax bills weremailed
thatyear.

Sincetheassessorcomputesinterestfrom thedatethedifferencewould havebecomedue
to the datethechangeofuseoccurs,someprorationwill benecessary.

AssumingthattheusechangedNovember1,1989,andthattheassessormailedtaxbills
on October1 eachyear,theinterestis calculatedasfollows:

1988interestrunsfrom October1,1988to November1, 1989,or1 yearand32 days.
Theformulafor theinterestis:

$450.00 = Tax
$ 31.50 = $450 x .07 = Oneyear’sinterest

= $450 x .07 x (32 +365) = S2days’interest
$484.26 = Total1988taxandinterest

1987interestrunsfrom October1,1987to November1,1989,or2yearsand32 days.
Theformulafor theinterestis:

$470.00 = Tax
$ 65.80 = $470 x .07 x 2 = 2 years’interest
$.......2~B = $470 x .07 x (32+ 365) = 32 days’interest
$538.68 = Total 1987taxandinterest

1986interestrunsfrom October1,1986to November1,1989,or3 yearsand32 days.
Theformulafor theinterestis:

$450.00 = Tax
$ 94.50 = $450 x .07 x 3 = 3 years’interest

$ 2~2fi $450 x .07 x (32+ 365) = 32 days’interest
$ 547.26 = Total1986taxandinterest
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1985interestrunsfrom October1, 1985to November1, 1989,or 4 yearsand32 days.
Theformulaforthe interestis:

$430.00 = Tax
$ 120.40 = $430 x .07 x 4 = 4years’interest
$ ...2~4 = $430 x .07 x (32 + 365) = 32 days’interest
$ 553.04 = Total 1985taxandinterest

1984 interestrunsfrom October1, 1984toNovember1, 1989,or 5 yearsand32 days.
Theformulafor theinterestis:

$370.00 = Tax
$ 129.50 = $370 x .07 x 5 = 5 years’interest
$..2.22 = $370 x .07 x (32 + 365) = 32 days’interest
$ 501.77 = Total1984taxandinterest

Thetotal rollbacktaxandinterestdueis $2,625.01.
Theinterestprorationcanbe doneusingnumberofdaysonly. For example,1985’sinter-

estrunsfor 1,492days(4years = 1,460days + 32 daysfrom October1 to November1).The
interestcanbecomputedby multiplying:

$430 x .07 x (1,492+ 365) = $123.04

GAPS IN THE FWE-YEAR PERIOD
It couldhappenthat thefive-yearrollback periodwill include yearswhentheproperty

didn’t qualify for agriculturaluseappraisal.If thepropertyhadbeentaxedon marketvalue
in 1985,therollbacktaxwouldhavebeencomputedfor 1984,1986,1987,and1988.

It could alsohappenthatthepropertyownerswitchedfrom 1-dto 1-d-1 designationdur-
ing thefive yearperiod. Calculationin thesecasesis discussedin PartV, dealingwith 1-d
rollbacks.

WHEN ARE ROLLBACK TAXES DUE?

Therollback taxis duewhentherollback tax bill is mailed.It becomesdelinquentif not
paidbeforetheFebruary1 thatis atleast20daysafterthetaxbill is mailed.For example,if
thebill is mailedon January9, it becomesdelinquenton thenextFebruary1 becausethere
are20 daysbetweenFebruary1 andJanuary9. However,if thebill is mailedJanuary30, it
becomesdelinquenttheFebruaryof thefollowing year.On thedelinquencydatetheentire
amountbeginsto drawpenaltyandinterestatthesamerateasdelinquenttaxes.

A tax lien attachesto theland on thedatetheusechanges.Thelien coverspaymentof
theadditionaltax,interest,andanypenalties.

If landis sold at aboutthesametime theusechanges,thebuyerandsellermaydispute
liability. Underthelaw, thepersonwho hastitle to thepropertyon thedatetheusechanges
is personallyliablefor therollback,but thelien maybe foreclosedagainstthelandregard-
lessof who is liable for taxes.Tax certificateson landthat receivesagriculturalappraisal
mustnotetheappraisalandstatethatthelandmaybesubjectto additionaltaxes.
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DOESTHE ROLLBACK TAX APPLY TO LAND BOUGHT
AND CHANGED BY AN EXEMPT ORGANIZATION
OR GOVERNMENT ENTITY?

Exemptionsthat apply to ordinarypropertytaxesdo not applyto rollbacktaxes.Evenif
thelandmightbeexemptfrom ordinarytaxesin the newowner’shands,therollbacktax still
becomesdueif thatownertakesthe propertyout of agriculturaluse.In mostcases,theown-
er will bepersonallyliablefor therollbacktax, andthetax lien canbe enforcedagainstthe
property.Wherethestateor apolitical subdivisionbuysthelandandchangesthe use,the
rollback will be triggeredbut the lien cannotbe foreclosed.Thetax can’tbe collectedunless
thegovernmentalentitychoosesto payit. However,thelien againstthelandcontinuesand
couldbe enforcedagainstalaterbuyer.

QUESTIONS ABOUT ROLLBACK PROCEDURES

Q.Is arollbacktriggeredif landlosesits eligibility for specialappraisalorif theownerdoes
notreapply?

A. No. Only anendto all agriculturaluseor an affirmative changeofusetriggersrollback
under1-d-1.If thelandcontinuesin agriculturalusebut no longerqualifies,it will betaxed
atmarketvalue.However,therewill beno rollbacktax.

Q. Is a rollback automaticallytriggered if thepropertyownerfiles documentsto plat his
land?
A. No. Evidencethat theactualuseofthelandhaschangedtriggerstherollback.Platdocu-
mentsprovidesomeevidencebutmustbe accompaniedby physicalchange,suchasceasing
agriculturaloperations,cuttingroads,or installingutilities. Evenin that case,thechangeof
usemayaffectonly partoftheplattedland.

Q.Doessaleofthelandto analientriggerarollback?

A. No.An alien’sresidencystatuscanaffecteligibility for specialappraisal,but only cessa-
tion or changeofusetriggersa1-d-1 rollback.Seepage11 for a discussionof residentand
non-residentaliens.

Q. Do discountsfor earlypaymentapplyto rollbacktaxes?

A. No.Discountsto encouragepromptpaymentoftaxesapplyonly to regularpropertytaxes.
Theydonotapplyto rollbacktaxes.
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Sec. 23.55, Property Tax Code. Change of Use of
Land.
(a) If the use of land that has been appraised as provid-
ed by this subchapter changes, an additional tax is im-
posed on the land equal to the difference between the
taxes imposed on the land for each of the five years pre-
ceding the year in which the change of use occurs that
the land was appraised as provided by this subchapter
and the tax that would have been imposed had the land
been taxed on the basis of market value in each of those
years. plus interest at an annual rate of seven percent
calculated from the dates on which the differences would
have become due.
(b) A tax lien attaches to the land on the date the change
of use occurs to secure payment of the additional tax
and interest imposed by this section and any penalties
incurred. The lien exists in favor of all taxing units for
which the additional tax is imposed.

(c) The additional tax imposed by this section does not
apply to a year for which the tax has already been im-
posed.

(d) If the change of use applies to only part of a parcel
that has been appraised as provided by this subchapter,
the additional tax applies only to that part of the parcel
and equals the difference between the taxes imposed on
that part of the parcel and the taxes that would have
been imposed had that part been taxed on the basis of
market value.
(e) A determination that a change in use of the land has
occurred is made by the chief appraiser. The chief ap-
praiser shall deliver a notice of the determination to the
owner of the land as soon as possible after making the
determination and shall include in the notice an explana-
tion of the owners right to protest the determination. If
the owner does not file a timely protest or if the final de-
termination of the protest is that the additional taxes are
due, the assessor for each taxing unit shall prepare and
deliver a bill for the additional taxes plus interest as soon
as practicable. The taxes and interest are due and be-.
come delinquent and incur penahies and interest as pro-
vided by law for ad valorem taxes imposed by the taxing
unit if not paid before the next February 1 that is at least
20 days after the date the bill is delivered to the ownerof
the land.
(f) The sanctions provided by Subsection (a) of this sac-

tion do not apply if the change of use occurs as a result
of a sale for right-of-way ora condemnation.

(g) If the use of the land changes to a use that qualifies
under Subchapter E of this chapter, the sanctions provid-
ed by Subsection (a) of this section do not apply.
(h) Additional taxes, if any, for a year in which land was
designated for agricuhural use as provided by Subchap-
ter C of this chapter (or Article VIII, Section 1 -d, of the
constitution) are determined as provided by that sub.
chapter, and the additional taxes imposed by this section
do not apply for that year.
(i) The use of land does not change for purposes of Sub.
section (a) of this section solely because the owner of
the land claims it as part of his residence homestead for
purposes of Section 11.13 of this code.

Sec. 41.41(8). RIght of Protest.
(a) A property owner is entitled to protest before the ap-
praisal review board the following actions:
(8) a determination that a change in use of land ap-
praised under Subchapter C, D, or E, Chapter 23, has
occurred.

Sec. 41.44(aX3) and (C). NotIce of Protest.
(a). Except as provided by Subsections (b) and (c), to be
entitled to a hearing and determination of a protest, the
property owner initiating the protest must file a written
notice of the protest with the appraisal review board hav-
ing authority to hear the matter protested:
(3) in the case of a determination that a change in the
use of land appraised under Subchapter C, D, or E,
Chapter 23, has occurred, not later than the 30th day af-
ter the date the notice of the determination is delivered to
the property owner.
(c) A property owner who files notice of a protest author-
ized by Section 41.411 is entitled to a hearing and deter-
mination of the protest if he files the notice prior to the
date the taxes on the property to which the notice applies
become delinquent. An owner of land who files a notice
of protest under Subsection (a)(3) is entitled to a hearing
and determination of the protest without regard to wheth-
er the appraisal records are approved.
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